QEA H!STORICAL REVIEW PROGRA ET
RELEASE AS SAN HTIZED

14 March 1967

SUBJ: Conversation with FREAPANE

_ le With the approval of CWH, who said he did not plan to discuss the
S ard oase with FREAPANE when he sew him March 14, I discussed the
oase FREAPANE for an hour today at the Dupont Flaszae

2¢ He 8aid that he doesn't pretend to be fully familiar with the whole
probleme From time to time he has been asked to give a specifid message to
ESGHOST and has done 30, without always understanding the full background.
He asks that, when and if he is asked to take further action in the matter,
he be briefed in enough detail to enable him to put Headquarters' views
aocross to ESGHOSTe

Se I asked him whother he belleves ESGHOST today believes that
the U3 Govermmmt, in one way or another, will bs ploking up the tab,
He sald it is his definite impression that ESGHOST does so believe,
FREAPANE was under the impression that a promises to piock up the tadb had
been made to ESGHOST "durimg PBSUCCESS™3; ESGHOST onoe sald something to
that effect to him, I sald ESGHOST was probably referring to the authori-
zation, oonveyed to him by Messrs. Mam and Esterlime, spaking for State,
16 Oot 54, to negotiate x a quick settlemnt with the British at $900,000.

4¢ I then outlined the "plan of action™ described in paragraph 17
of the memo of 24 Jan 67 from CWH to DD/P, according to which neither State
nor SKIMMER oould give ESGHOST any aotual funds, and SKIMMER would suggest
to him that he ralise a bond issue overtly in the U.Se, and would say tha'b
SKIMMER would do what it oould to see tlnt the bond issue was
prouptly subsoribed, but that Guatemala must eventually foot the bill,
paying the interest and principal on the bondse I askesd what he thought
ESGHOST's reaction to this plan of action would be, He said ESGHOST
would probably "blow his staock™s In view of the state of Guatemalan
publioc opinion towards Britain, FREAPANE believes radising the funds by &
national lottery or by a bond issue in Guatemala would be out of the questione
Ho believes raising the funds by a bond issue in the TUeSe, with Guatemala
eventually footing the bill, is also not practical politicse Even $900,000
is a lot of money down there, and the repercussions from an attempt to raise
it by a bond issue ocould even seriously threaten the stability of the regime.

S5¢ FREAPANE then said: "There must be some way of introduoing the
money covertly”, and came up with the following plans SKIMMER would tell
ESGHOST it ocould not give him $900,000 in one lump, but could give it to
him in monthly installments, over the approximately 48 remaining months of
his term, if he would agree to handle it as direoted by SKIMMER, ESGHOST
would then tell the British Minister: "It is politically quite impossible
for me to deal with the British olaim overtly. However, out of my Confidential
Funds, I can p&y you such-and-such an amount monthly for the next four years,
if end only if you ocan take oare of the London end of the matter, and see to
IT that it never beoomes knmown publioly tlat Guatemala has paid Britain
anythings" ESGHOST, via Greenlee, could male a similar approach to Bigham,




or

SEME T

Engler, Jones & Hovstoxi, the admiralty lawyers representing the American
claimantse
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6o FREAPANE pojnted out that such a way of handling it, in addition to
insuring the minimm of pibliocity, would also greatly increase his control
over BESGHOSTe

70 I stressed to FREAPANE that our discussion was a background one
--mainly to get his opinion on what ESGHOST's reaction to the "plan of action”
would be-- and asked him to reassure COS that Headquarters would not be taking
any aotion without consulting him, and to tellC 2 that we would probably be
sending him a dispatch,

8 I disoussed FREAPANE's idea withC ) and with DCWH, both

of whom had an initial very favorable reaction to 1ve DCWH said to write
it wp,
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